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' STRATEGIC REPORT

The directors present their strategic report fér the year ended 30 June 2017.

Activities

The company. is engaged in treasury risk and cash management for Diageo plc and its subsidiary
uridertakings. It raises the external funds it requires principally using the London financial miarkets. It
operates as the bank .of the group, finances operating companies via intra-group loans and deposits and
makes third party payments on behalf of other group companies. Foreign exchange transactional hedging

deals are carried out in the company to hedge brand owners’ future foreign cunrency cash flows with a2

margin defined on an arms® length basis. Foreign exchange translation hedging, interest rate risk
management and commodlty price risk management are also per formed by the company. .

The company’s operations are based in the United Kingdom. The directors foresee no changes in the -
companys activities. 4 : . .

. Business review

”
'

. Development and performance of the busmess of the company during the fmancml vear and position of lhe
company as at 30 Jurie 2017 . : . ' -

‘ The results of 1he company and the development of its busmess are.influenced to a consuierable extent by
group financing requirements. Further information on the risk management policies of the Diageo group is
‘included in the annoal report of Diageo plc (sec note 15 of the consolldated financial statements of Diageo
plc). :

‘Results from net interest income have increased by £37 million in the year ended 30 June 2017, from £407
million in the year ended 30 June 2016, mainly driven by the increase in the intcrcompany interest income
due to the change in the mtcrcompmy loan structure of the company and the increase in the USD Libor.

Amounts owed by fellow group undertakings increased by £389 mllllon partially oﬁ'set by a dec\ease in
_ amounts owed to fellow group undertakings of £337 million, which resulted from changes in the funding .
© requirements of fellow group undertakings.



Diageo Finance plc . o : : I o o 3
Registered number: 213393 '
Year ended 30 June 2017

STRATEGIC REPORT (continued)
Business review (continued)
Financial and other key performance indicators

As the company forms part of the group s treasury operatlons the ‘company’s performance is measured at
the group level. 4 :

Principal risks and uncertainties facing the company as at 30 June 2017

The company forms part of the Diageo group’s treasury operations, which manage the Diageo group’s’
funding, liquidity, interest rate, commodity price and foreign exchange risks. (See detailed description
under note 10. Financial instruments and risk management.) The principal risks and uncertainties facing
the company are foreign currency risk associated with certain foreign currency transactions and interest
rate risk arising principally on changes in. interest rates. The fair value movement on these financial
instruments is recorded in the Statement of comprehensive income.

By order of the Board

2, N

M Pais
Director
Lakeside Drive

. Park Royal

London
NWI10 7HQ

6 December 2017
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DIRECTORS’ REPORT

The directors have pleasure in submitting their annuai report, togethe: with the audnted financial statements
for the year ended 30 June 2017. .

Going concern

The company is expected to continue to generate profit for its own account and to remain in positive net’
asset position forthe foreseeable future. The directors have no reason to believe that a material uncertainty
exists that may cast significant doubt about the ability of the Diageo group to continue as a going concern.
.On.the basis of their assessment, the company’s directors have a reasonable expectation that the company’
‘will be able to continue in operatlonal existence for the foreseeable future. Thus they continue to adopt the<
going concern bas;s of accounting in preparing the annual fi nancnal statements.

Financial

The results for the year endedw3(.) June 2017 are shown on page 9.
The profit fo; the year transfened to reserves is £436 million (7016 -£449 million).

No dividend was pa1d during the year (2016 - £nil) and there is no dawdend proposed to be dlStI‘lbthed to
the sharebiolders in regards to the financial year (2016 - £ml)

Dn‘ectors

The directors who held office durinc the year were as follows:
S L Fennessy (resigned I February 2017)
D Harlock
“JJ Nicholls
M Pais
V Rao (appointed 30 January 2017)
The following director was appointed after the year end.:
P Viswanathan (appointed.31 August 2017)
The following director resigned after the year end:
E McShane (resigned 31 August 2017)

Directms’ remu neration

None of the directors received any xemuneratlon during the year in respect of theu services.as directors of
the company (2016 Enil). .

Secretary - '
On 23 March 2017, V‘Cooper rgéigned as a joint secretary of the company.
C Matthews remains as secretary of Athe company.

Intemal control and risk management over financial reporting -

The company operates unde| the financial reporting processes and controls of the Diageo group. The
internal control and risk. management systems over the financial reporting process of Diageo ple, which -
include those of the company, are discussed in the Group's Annual Report 2017 on pages 62 to 63 at
www.diageo.com, which does not form part of this feport.
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DIRECTORS’ REPORT (continued)
Auditors T

Pursuant to Section 487 of the Companies Act 2006, the auditors, PriCewaterhquseCoopers LLP, have been
reappointed and will continue in office as auditors of the company.

Disclosure of information to auditors

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are
each aware, there is no relevant audit information of which the company’s auditors are unaware; and each
director has taken all the steps that they ought to have taken as a director to make themselves aware of any
relevant audit information and to establish that the company’s auditors are aware of that information.

By order of the board

- M Pais . S
Director -

_ Lakeside Drive
Park Royal
London

"NWI10 7HQ

6 December 2017
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 Statement of directors’ responsxb:htles in respect of the strateglc report the dlrectors
report and the financial statements

‘The directors are responsible for preparing the strategic report, the directors’ report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law
they have elected to prepare the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Gerterally Accepted Accounting Practice), including Fmanc1al
Reporting Standard 101 - Reduced Disclosure Framework (FRS. 101).

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period..

" In preparing these financial statements, the dlrect01s are reqmred to:
"o select suitable accounting policies and then apply them c01151stently
e make 1udgemems and estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standzuds have been followcd sub|ect to any material
departures disclosed and explained in the financial statements; and

_ s prepare the financial statements on the going concern basis unless it is mapproprlate to presume
that the company will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensute that the financial statements comply with the Companies Act
2006. They have general responsibility for taking such steps as ave reasonably open to them to safeguard
the assets of the company and to prevent and detect fraud and other irregufarities.



| Independent audltors report to the members of Dlageo
Finance ple

Report on the audit of the financial statements

Opinion
In our opinion, Diageo Finance pic’s financial statements:

¢ give a true and fair view of the state of the company s affalrs as at 30 June 2017 and of its profit for the year then
ended;

o have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accountmg Standards, comprlsmg FRS 101 “Reduced Disclosure Framework”, and applicable law); and

e havebeen prepared i in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Financial statements (the “Annual Report”), which comprise: .
balance sheet as at 30 June 2017; the statement of comprehensive iricome, the statement of changes in equity for the year
" then ended; and the notes to the financial statements, which include a description of the significant accounting policies. -

Our opinion is consistent with our reporting to the Audit Committee.

Basis for opmmn

We conducted our audit in-accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and appllcable law.
Our responsibilities under ISAs (UK) are further described in the Auditors’ responsnbllitles for the audit of the financial
statements section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Independence

We remained independent of the company in dccordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC’s Ethical Standard, as applicable to listed public interest entities,
- and we have fulfilled our other ethical responsibilities in accordance with these requirements.

To the best of our knowledge and belief, we declare that non-audit services prohibited by the FRC’s Ethical Standard were
“not provided to the company.

We have provided no non-audit services to the company in the period from 1 July 2016 to 30 June 2017.

Our audit approach

Overview

Materiality .

e ' Overall materiality was £385 million (2016: £389 million), based on 1% of Total assets.
Materiality

Audit scope
e We conducted full scope audit work for Fmanc1a1 Statements of Diageo Finance plc
e  Wefocused on the most significant areas, the valuation of derivative transactions and

Audit scope .

the mterest result generated by mtercompany borrowings.

Key audit matters
e Valuation of derivatives

The scope of our audit

As part ot designing our audit, we determmed materiality and assessed the risks of material misstatement in the financial
statements. In particular, we looked at where the directors made subjective judgements, for example in respect of significant
accounting estimates that involved making assumptions and considering future events that are inherently uncertain. As in



all of our audits we also addressed the risk of management overrlde of internal controls including evaluatmg whether there
was evidence of bias by the directors that represented arisk of material misstatement due to fraud.

Key audit matters

.

Key audit matters are those matters that, in the auditors’ professional judgement, were of most significance in the audit of
the financial statements of the current period and include the most significant assessed risks of material misstatement
(whether or not due to fraud) identified by the auditors, including those which had the greatest effect on: the overall audit
strategy; the allocation of resources in the audit; and directing the efforts of the engagement team. These matters, and any

- comments we make on the results of our procedures thereon, were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters. This

is not a complete list of all risks identified by our audit.

Kcy audit matter

How our audit addressed the key audit matter

Valuation of (/(‘I fvatives

- The company is engaged in treasury risk and cash
management for Diageo plc and ’its - subsidiary
undertakings. The company . enters into derivative
transactions to hedge the brand owners’ future foreign

currency cash flows, the  group’s foreign exchange

- translation risk, interest rate risk and commodity price
risk. Valuation of derivatives is a complex process.

Our audit procedures included understanding and -
evaluating the controls and systems.related to the
determination of fair value of derivatives, and where
appropriate obtaining audit evidence through testing
operating effectiveness of relevant controls together thh
substantlve audit procedures

Testlng of controls mcluded examining approprlate

Therefore our focus area was the determination of fair

value of derivativé transactions. "authorisation of deal tickets and contracts for derivatives, as

_well as an assessment of the completeness of system
recorded derivative transactions.

The substantive audit procedures performed mcluded the

following tests, on a sample basis:

Valuation of derivatives with independent input data

collected from publicly available markets; and

¢  Circularising external confirmations to the banks to
confirm the existence and valuation of derivatives;

We also evaluated whether the labilities and potential
exposures' were appropuate]y dlsclosed in the Financial
Statements. ~

T L]

- How we tailored the audlt scope

We tailored the scope of our audit to ensure that we ‘performed enough work to be able to give an opinion on the financial
statements as a whole, taking into account the structure of the company, the accounting processes and controls, and the
industry in which it operates.

Materiality

‘The scope of our audit was influenced by our application of materiality. We set certain quantitative thresholds for
materiality. These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,

- timing and extent of our audit procedures on the individual financial statement line items and disclosures and in evaluating
the effect of misstatements, both individually and in aggregate on the financial statements as a whole. .

. Based on our professional judgement, we_determined materiality for the financial statements as a whole as follows:

~

(‘)Lierall.materiality : £385 million (2016: £389 million) '

1% of Total asséts

Rahonale Jfor benchmark
apphed

We consider total assets measure to reflect the nature of the company, which
primarily acts as a fundmg and cash management company for the group’s
investmerits and carries out derivatives to hedge the group’s financial risks.

We agreed with the Audit Committee that we would report to them misstatements identified during our audit above £7
million (2016: £7 million) as well as misstatements below that amount that, in our view, warranted reportmg for qualitative
reasons. . .

[P



Conclusions relating to going concern
We have nothingto report in respect of the following matters in relation t6 which ISAS (UK) require us to report to you
when:

e the directors’ use of the going concern ba51s of accountmg in the preparatlon of'the ﬁnancral statements is not
appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
"~ . significant doubt about the company’s ability to continue to adopt the going concern basis of accounting for a
period of at least twelve months from the date when the ﬁnancral statements are authorised for issue.

However, because not all future events or conditions can be predicted, thls statement is not a guarantee as to the company’s
ability to continue as a going concern.

Reporting on other information

" The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial statements
does not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicitly stated in this report, any form of assurance thereon. . .

In connection with our audit of the financial statements, our.responsibility is to read the other 1nformat10n and in dorng S0,
consider whether thée other information is materially inconsistent with the financial statements-or our knowledge obtained
in the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstatement, we are required to perform procedures to conclude whether there is a material misstatement of the financial -
statements or a material misstatement of the other information. If, based on the work we have performed, we conclude that
there is a material misstatement of this other mformatlon we are requlred to report that fact. We have nothing to report
based on these responsibilities. - : . -

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

" . Based on the responsibilities described above and our work undertaken in-the course of the audit, ISAs (UK) require us also
to report certain opinions and matters as described below.

Sti'rztegic Report and Directors’ Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic Report and
Directors’ Report for the year ended 30 June 2017 is consistent with the financial statements and has been prepared in
“accordance with applicable legal requirements.

Inlight of the knowledge and understandmg of the company and.its environment obtained in the course of the audlt we d1d
not identify any material misstatements in the Strategic Report and Directors’ Report. : . .

Responsibilities for the ﬁnancial statements and the audit
Respo'nsibilities of the directors for the financial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the strategic report, the directors report
and the financial statements set out on page 6, the directors are responsible for.the preparation of the financial statements

in accordance with the applicable framework and for being satisfied that they givea true and fair view. The directors are also”
resporisible for such internal control as they determine is necessary to enable the preparation of financial statements that -
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessirig the company’s ability to continue as a going
concern, disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless
the directors either intend to liquidate the company or to cease operations, or have no realistic alternative but to do so.

Auditors responmbzlmesfor the audit oftheﬁnanczal statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the ‘basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s websrte at
www.frc. org uk/audltorsresponsrbllmes ThlS description forms part of our auditors’ report
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Use of this report’ ‘

This report, including the opinions, has been prepared for and only for the company s members as a body in accordance
with Chapter 3 of Part 16 of the Companies Act 2006 and for no-other purpose. We do not, in giving these opinions, accept
or assume responsibility for any other purpose or to any other person to whom® ‘this report is shown or into whose hands it
may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006-we are required to report to you if, in our opinion:
¢ we have not received all the information and explanatlons ‘we require for our audit; or

e adequate accounting records have not been kept by the company, or returns adequate for.our audlt have not been
received from branches not visited by us; or-

e certain disclosures of directors’ remuneration specified by law are not made; or
e the financial statements are not in agreement with the accounting records and returns:

We have no exceptions to report arising from this responsibility.

Appointment -

Following the recommendation of the audit commlttee we were appointed by the members on 1 September 2015 to audlt
the financial statements for the year ended 30 June 2016 and subsequent financial periods. The period of total
uninterrupted engagement is 2 years, covering the years ended 30 June 2016 to 30 June 2017.

Christopher Richmond (Senior Statutory Auditor)
for-and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

6 December 2017
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STATEMENT OF COMPREHENSIVE INCOME

Other operating income
Finance income 4
Finance charges ‘

Operating proﬁt

Profit before taxation on ordinary activities

Taxation on profit on ordinarj/ activities :
Proﬁt"for the financial year
Other comprehensive income

Total comprehensive income for the year

The accompanying notes are an integral part of these financial statements,

Notes

R Y

L

11
Year eﬁded ‘ .‘YearA ended
30 June 2017 30 June 2016
£million ~ - £'million

N 13 42

1,295 1,184
(851) (777)

457 - 449

457 449

21) -

436 449

436



Diageo Finance plc
Registered number: 213393
" Year ended 30 June 2017

BALANCE SHEET

Non-current assets

Other financial assets
Trade and other receivables

Current assets

Trade and other receivables
Other financial assets

Cash and cash equivalents

Total assets

Current liabilities
. Other financial liabilities
Borrowings - ‘
Trade and other payables

Non-current liabilities
Other financial liabilities
Borrowings

Total liabilities

Net assets

Equity '
Called up share capital
Retained earings

Total eq"ility ,

Notes

e

12

30 June 2017
* £ million

317
3,478

3,795

34,031
164
- 537

34,732

38,527

14)

(249)
(30,348)

(30,811)

(317)
(2,362)

(2,679)

(33,490)

5,037

3,660
1,377

5,037

12

30 June 2016
£ million

516 -
3,341

3,857

33,803
763
486

35,052

38,909

_(518)
(346)
(30,686) -

(31,550)

(515)
(2,243)

(2,758)
(34,308)
4,601

3,660
941

4,601

These financial statements on pages 11 to 32 were approved by the board of directors on 6 December 2017

and were sxgned on its behalf by:

M Pals
Director
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STATEMENT OF CHANGES IN EQUITY .
* ATTRIBUTABLE TO SHAREHOLDERS OF THE COMPANY

Share  Retained Total equity

capital . earnings -

£'million  £'million £’ million
Balance at 30 June 2015 . - 03660 . 492 4152
Profit for the [inancial year and . o - - 449 ‘ 449

. total comprehensive income : ’ I

Balance at 30 June 2016 ) _ ' . 3,660 - 941 4,601
Profit for the financial year and ‘ : - 436 , 436 :
total comprehensive income :
Balance at 30 June 2017 , 3,660 1,377 - 5,037

S ST S e e . SRRy

The accompanying notes are an integral part of these ﬁnaricial statements.
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NOTES TO THE FINANCIAL STATEMENTS

1. ACCOUNTING POLICIES

Basis of preparation ' 2

These financial statements are prepared in accordance with Financial Repomng Standard ]01 Reduced
- Disclosure Framework (FRS 101)

In preparing these financial statements, the company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (IFRS), but makes
amendments where necessary in order to comply with Companies Act 2006 and sets out below where the
F RS 101 disclosure exemptions have been taken.

These financial statements are prepared on a comg concern basis under the bistorical cosl convention, .
except that certain financial mstruments are stated at their fair value.

The company is a who]ly owned subsididry of Dlageo plc and zs included in the consolidated financial
statements of Diageo plc which are publicly available.

The company has taken advantage of the folIowmg exemptions from the requirements of IFRS in [he
preparation of these financial statements, in accordance with FRS 101: ' -
«-A cash flow stai‘ement and re[atch notes;
_« Disclosures in respect of transactions with wholly owned subsidiaries;
» The effects of new but notyet effective IFRSs;

» Disclosures in respect of the compensation of Key Management Personnel.

"These financial statements are separate financial statements.
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_ .NOTES TO THE FINANCIAL STATEMENTS (contmued)
1. ACCOUNTING POLICIES (contmued)

Functsonal and presentational currem.y
~ These fi 11anc1a[ statements are presented in sterling (£), whlch is the company s functional curr ency

All fi nanc;al information presented in sterling has been 1ounded to the nearest mitlion.
Finance costs

Borrowing costs which are not capitalised are recogmsed in the income statement based on the effective -
interest method. :

Foreign currcncws

Tlansactlons in foreign currencies are recorded at the rate of e\change at the date of the transaction.
Monetary assets and liabilities denominated in foreign currencies are translated into sterling at the financial
year end exchange rates and these foreign exchange differences are recognised in the.income staterment.

Financial assets . - .

Trade and other receivables Amounts owed by other group companies are initially imeasured at fair value
and are subsequently repoited at amortised cost. Non-interest bearing trade receivables are stated at their
nominal value as they are due on demand.

Cash and cash equivalents Cash-and cash equivalents comprise cash in hand and deposits which are readuly
_convertible to known amounts of cash and which are subject to insignificant risk of changes in value and
have an original maturity of three months or less at acquisition, including mouey market deposits,
commetcial paper and investments.

Financial l;abllltxes

Borrowings Borrowings are initially measured at fair vafue net of transaction costs and are subsequently
reported at amortised cost. In these cases, the amortised cost is adjusted for the fair vatue of the risk being
hedged with changes in value recognised in the income statement. The fair value adjustment is ca[cuhted
using a discounted cash flow technique based on unadjusted market data.
 Trade payables Amounts owed to other group companies are mmally measured at fair value and are

- subsequently reported at- amortiSed cost. Non-interest bearmﬂ trade pay'lbles are stated at their nominal
value as they are due on demand. ‘

Derivatjve financial instruments

Derivative financial instruiments are carried at fair value using'a discounted cash flow technique based on
market data applied consistently for similar type of instruments. Gains and losses on derivatives that do not
qualify for hedge accounting treatment are taken to the incoine statement as they arise.

The company designates and documents certain derivatives as hedging instruments against changes in fair
value of recognised assets and liabilities (fair value hedges). The effectiveness of such hedges is assessed
at inception and at feast on a quarterly basis, using prospective and retrospective testing. Methods used for
testing effectiveness include dollar offset, critical terms, regression analysis and hypothetxcal derivative
method. The company does not have derrvanves designated in hedge relationship.
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~

NOTES TO THE FINANCIAL STATEMENTS (continued)

1. .ACCOUNTING POLICIES (continued)
Derivative financial instruments (continued)

Fair value hedges are used to-manage the currency and/or interest rate risks to which the fair value of
certain assets and liabilities are exposed. Changes in fair value of the derivatives are recognised in the

"income statement, along with any chanoes in the relevant fair value of the under Iymg hedged asset or

liability.

If such a hedge relationship is de—deswnated fair value. movements on the derivative continue to be taken
to the income statement while any fair value adJustmems made to the underlying hedged item to that date
are amortised through the income statement over its remaining life using the effective interest rate method.’

Taxation

Cutrent tax is based on taxable profit for the year. Taxable profit is different from accounting profit due to
temporary differences between accounting and tax treatients, and due to items that are never taxable or
tax deductible. Tax benefits are not recognised unless it is probable that the tax positions are sustainable.
Once considered to be probable, tax benefits are reviewed each year to assess whether a provision should
be taken against full aecogmnon of the benefit on the basis of potential settlement through negotiation
and/or litigation. Tax provisions are included in current liabilities. Interests and penalties on tax liabilities
are provided in the tax charge. :

Full provision for deferred tax is made foi temporary differences belween thé-carrying value of assets and
liabitities for financial reporting purposes and their value for tax purposes. The amount of deferred tax -
reflects the expected recoverable amount and is based on the expected manner of realisation or settlement
of the carrying amount and is based on the expected manner of recovery settlement of the carrying amount

* of assets and liabilities, using the basis of taxation enacted or substantively enacted by the balance sheet

date. Deferred tax assets are not recognised where it is more likely than not that the asset will not be realised . -

_in the future. - : .

Judgemeats in applying accounting policies and key sources of estimation uncertainty.

The directors make estimates and assumptions concerning the future of the company. The resulting
accaunting estimates will, by definition, seldom equate to actual results. The company's directors-are of the
opinion that there are no estimates and assumptions that have a significant risk of casting material
adjustment to the carrying value of the assets and hablhtles for the company within the next fi nanc1al year

due to the nature of the business.

The critical accounting policies, which the directors consider-are of greater complexity and/or particularly
subject to the exercise of judgements, are the policies in relation to fair valuation of derivatives (see detailed
description under note 10. Financial instruments and risk management (g) Fair value measurements).
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NOTES TO THE FINANCIAL STATEMENTS (continued)

2.

OTHER OPERATING INCOME/(EXPENSES)
- Yearended Year ended -
30 June 2017 30 Junc 2016

£ million  £’million '
Net foreign exchange gains/(losses) - 6 33
Margin on transaction hedging : 7 3
Market value movement on foreign exchange derivatives 1) -
Other income v _ A 1 1
i3 4

Fees in respect of audit services provided by the auditors are: £1 7,000 (2016 - £16,000). There were no
fees payable to the auditors in respect of non-audit services (2016 - £nil).

'EMPLOVYEES

The cbmpany did not employ any staff during either the current or prioc year.

None of the directors received any remuneration during the financial year in respect of their services
as directors ofthe compan) (2016 - £m[) :

5

’
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NOTES TO THE F INANCIAL STATEMENTS (contmued)

4,

FINANCL‘ INCOME AND CHARGES

Net interest

Interest from fellow group undertakings

Other interest income

Fair value difterential on foreign exchange contracts

Fair value gain on intra-group derivative interest rate instruments

" Fair value gain on external derivative interest rate instruments
Fair value gain on intra-group cross cusrency interest rate swaps -

Fair value gain on external cross currency nterest rate swaps
Discount and premium amortisation

Total interest income ™ -

" Interest charge on bank loans and overdrafts
" Interest to fellow group undertakings '

interest charge on all other borrowings

* Fair value differential on foreign exchange contracts

Fair value loss on intra-group derivative interest rate instruments
Fair value loss on external derivative interest rate instruments -
Fair value loss on intra-group cross currency interest rate swaps
Fair value loss on extemal Cross currency interest rate swaps
Fee amortisation

Total interest charges

Net finance inicome

18

Year ended Year eﬁd‘ed

30 June 2017 30 June 2016

 £'million £ million
907 887
178 159
©q 4
105 40
55 49
49 3
- 41
- 1
1,295 1,184
(46) (41)
(498) (498)
(97) (104)
1) -
- (55) (49)
(105) (40)
- (41)
- 49 3)
- (1)
(851)° a7y,
407

444 .
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NOTES TO THE FINANCIAL STATEMENTS (continued)

S

' Profit on ordinary activities before taxation

)

TAXATION

" (i) Analysis of taxation charge for the year A

Current tax ,
UK Corporation tax
Adjustment in respect of prior years

Overseas tax

Total current tax charge

Deferred tax
Reversal of timing differences
Adjustment in respect of prior years - -

Total deferred tax

Taxation on profit on ordinary activities

(ii) Factors affccting total tax charge for the year

¢

Ta\anon on profit on ordinaiy activities at UK COI‘pOl’dth[I tax rate

of 19.75% (2016 - 20.00%) -
Items not chargeable for tax purposes

_ Overseas fax

Adjustment in respect of prior years

Effects of group.relief :

Other tax effects for Jcconcmat;on between accounting profit and
tax income

Total tax charge for the year

Year ended

19

Year ended

@

30 June 2017 30 June 2016
. £ million ~ £'million -

- (N

1 1

3

@) NC)

- RN )

(19) 6

(19) 4

(21) -

Year ended Year ended
30 June 2017 . 30 June 2016
£ million £’ million
4s7 . 449

(90) (30)

. 108

3) 4

ag)

97 -

A}(7) (21)

@1 -

The UK tax rate reduced from 20% to 19% on 1 April 2017 and so ‘an average tax rate of 19.75% is
applied for the year ended 30 June 2017. A further reduction of 17% (effective from 1 Apl il 20”0)
was-enacted in September 2016. Deferred taxes at 30 June 2017 have been measured usmg these

enacted ta.x rates and reflected in these fi nancual statements, -
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' NOTES TO THE FINANCIAL STATEMENTS (continued)

6.

OTHER FINANCIAL ASSETS AND LIABILITIES

Assets due Assets due  Liabilities ‘Liabilities
after one within onc due within duc after one

year " year one year - year
L2017 o ) . £'million  £’million £ million - £’ million
External derivative assets/(liabilities)
. not designated in hedge relationship . _ o
Foreign exchange contracts - transaction C 9 10 (64) - (1)
- Foreign exchange contracts — other \ - (106) - -
Interest rate derivatives 41 14 (11) (25)
Cross cuirency interest rate swaps- . . 217 - .- - {24)
267 st sy (50)
Intra-group derivative assets/(liabilities)
not designated in hedge relationship _ ‘ .
Foreign exchange contracts - trainsaction . 1 72 asy - 9
Foreign exchange contracts - other , - - i @ - -
Interest rate derivatives o : 25 | S . (14} (41)
Cross currency interest rate swaps . 24 - - (217)
50 83 33) (267)
Total derivative assets/(liabilities) <317 164 . (214) €1¥))

SRR IR RN e eremE T 2oz nueiiece et - TR v msaan

The company entered into external cross currency tnterest rate swaps on behalf of a fellow group
undertaking, Diageo Capital plc, market value of which amounted to £193 miilion at the balance sheet
date (2016 - £339 million). The external deals are mirrored through Diageo plc to Diageo Capital ple,
the ultimate beneficiary. Market value of intra-group cross currency interest rate swaps amounts to a
net llablllty of £193 million ('7016 £339 million). .

Fair va!ue movements of cross currency interest rate swaps are taken to the income statement: the

foreign exchange component of change in market value is presented as foreign exchange result on
operations, the interest related amounts are recogunised as interest income or expense.



Diageo Finance ple - - : ' ' . ' 21
Registered number: 213393 - ' : ‘
. Year ended 30 June 2017

NOTES TO THE FINANCIAL STATEMENTS (continued)
6. OTHER FINANCIAL ASSETS AND LIABILITIES (continucd)

Assets due Assets due  Liabilities Liabilities
~after one within one due within- due after one

- L . v year o year _one year ‘year
2016 , A . N , £million £'million’ " £’million £’million
' External derivative assets/(liabilities) not '
designated in hedge relationship A
Foreign exchange contracts - transaction ‘ < 7 . 133 (46)
Foreign exchange contracts - other E - 359 (109) -
Interest rate derivatives , 152 . - N - (85)
Cross currency interest rate swaps ' "232 107 - C-
384 473 (242 . (131)
Intra-group derivative assets/(liabilities)
not designated in hedge retationship A
Foreign exchange contracts - transaction - 4T 136 o (‘7) : -
Foreign exchange contracts - other - . 154 _ (162) -
Interest rate derivatives o 85 . - - (152)
- Cross currency interest rate swaps 4 S - oo (107)- (232)
132 290 276) - (384)

Total derivative assets/(liabilities) = 516 763 (518) (5195)
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NOTES TO THE FINANCIAL STATEMENTS (contmued)

7. TRADE AND OTHER RECEIVABLES o :
30 June 2017 : " 30 June 20816

Due within Due after one Duae within Due after one
one year year’ one year year
£million  £'million  £million £’ million
Amounts owed by fellow group . . 34,015 . 3478 33,763 . 3,341
undertakings ’ . ' :
Corporate taxation 5 , . 1 - ] o -
Interest receivable . : 15 : - : 20 ' -
Deferred tax assets ’ - - : 19 . ‘ -
34,031 3,478 33,803 3,341

AT R W Lin BT smiie TR TTECT YIeabiiammmottloogans T o T

Amounts owed by fellow group undertakings include accrued and capitalised interest on the underlying
balances at 30 June 2017 and at 30 June 2016. These balances bear interest at fixed and variable rates
from 0.00% to 27.81% for the year ended 30 June 2017 (2016 - from 0.02% to 25.82%).

Amounts owed by feliow group undertakings represent transactions with . coinpanies in the Diageo
group with which the company has a long term financing relationship. These financing relationships
are expected to continue for the foreseeable future. Certain amounts owed by fellow group undertakings
are reclassified to non-current assets as they are not expected to be repaid in the foreseeable future.
Amounts owed by group undcﬁakmgs are consldercd to have a fair value wlnch is not materially
different to the book value.

8. DEFERRED TAX ASSET

The amounts of deferred tax accounted for in the balance sheet comp1 ises delerred tax assets in respect '

. of tax losses. . ‘
Tax losses
£ million
At30 June 2015 o ' - - 14
Adjustment in respect of prior years : o : ~ 7
- Recoguised in statement of comprehenswe mcome ' ;)
At 30 Junev-2016 ) , s : A 19
Adjustment in respect of prior years ' o 19

Recognised in statement of comprehensive income

At 30 June 2017 B : o -
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NOTES TO THE FINANCIAL STATEIVIENTS (contmued)

9. BORROWINGS AND BANK OVERDRAFTS

" 30 June 2017 -30 June 2016

£ million £ million

 Bank overdrafts - B 175 207
Credit support obligations _ . o v 74 ‘ 139

Borrowing; due within one year and bank 249 ’ 346 -
overdrafts ) )
€ 500-million 1.125% bonds due 2019 o - : 441 ’ 421
€ 850 million 1.125% bonds due 2019 . ' 748 . 707
€ 500 million 1.75% bonds due 2024 436 413
€ 850 million 2.375% bonds due 2026 o ' 740 . 702
Borrowings due after one year ' 2,362 . 2,243
Total external borrowings o ' 2,611 . 2,589

Sl leus e

The interest rates shown above are contracted on the underlying borrowings before taking into account
any interest rate protection. The above loans are stated net of unamortised finance costs of -
£7 million (2016 - £7 million).

All bonds issued by the company are fully and unconditionally guaranteed by Diageo plc.

10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The company’s funding, hquxdit) and exposure to foreign currency and interest rate risks are managed
at the group level by the frroup S treasury department

The treasury dgpartment uses a zange of ﬁnancml instruments to manage these underlying risks.

Treasury operations are conducted within a framework of board approved policies and guidelines, which
are recommended and monitored by the finance committee, chaired by the Chief Financial Officer. The
policies and guidelines include benchmark exposure and/or hedge cover levels for key areas of treasury
risk which are periodically reviewed by the Board following, for example, significant business, strategic
or accounting changes. The framework provides for limited defined levels of flexibility in execution to
allow for the optimal application of the board approved strategics. Transactions arising from the
application of this flexibility may give rise to exposures different from the defined benchmark levels
that are separately monitored on a daily basis usmg Value at Risk analysis. These transacttons are carried
at fair value and gains or losses are taken to the income statement as they arise. In the year-ended 30
June 20]7 and 30 June 2016 gains and losses on these transactions were not material. The company does

* not use derivatives for speculative purposes. All transactions in derivative financial instruments are
initially undertaken to manage the risks arising from underlymg business actlvmes
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NOTES TO THE FINANCIAL STATEMENTS (continued)
10. FINANCIAL lNSTRUl\/IENTS AND RISK MANAGEMENT (continued) .

The finance committee receives monthly reports on the activities of the treasury department, mcludmu
any exposu:es different from the defined benchmarks

(a) Currency rlsk

The company presents its financial statements in sterling (wluch is the functional currency of the entity)
and conducts business in many currencies. As a result, it is subject to foreign currency risk due to
exchange rate movements, which will affect the company’s transactions. To manage the currency risk
the company uses certain financial instruments. Where hedge accounting: is applied, hedges are
documented and tested for effectiveness on an ongoing basis. The company expects hedges entered into
to continue to be effective and therefore does not expect the impact of ineffectiveness on the income
statement to be material..
Hedge of foreign currency (Iebt
The company entered into external cross currency mte:est 1ate swaps on behalf of a fellow group
~ undertaking, Diageo Capital plc'to hedge the foreign currency risk associated with certain foreign
currency denominated borrowings. The external deals are mirror ed through Diageo plc to Diageo Capltal
plc, the ultimate beneficiary.
"Transaction exposure hedging
The group’s policy is to hedge up-to 24 months forecast uans.ictlonal foreign currency risk on the net
US. dollar_ exposure of the group targeting 75% coverage for the current financial year and up to 18
months for other currency pairs. Foreign exchange transactional hedging deals are carried out in the
company to hedge brand owners’ future foreign currency cash flows with 2 margin defined on an amls
length basis.’ » .

{b) Interest rate risk :

The group has an exposure to interest rate risk, arising prmcnpally on chanves in US dollar euro and
sterling interest rates. To manage interest rate risk, the group manages its proportion of fixed to floating
rate borrowings within limits approved by the Board, pritharily through issuing fixed and floating rate
borrowings and commercial paper, and by utilising interest rate derivatives. These practices aim to
minimise the ¢ompany’s net finance charges with acceptable year on year vofatility. To facilitate
operational efficiency and effective hedge accounting, the group’s policy is to maintain fixed rate
borrowings within a band of 40% to 60% of forecast net borrowings. For these calculations, net
borrowings exclude interest rate related fair value adjustments. Fair value of the company’s existing
interest rate derivatives is recognised in the income statement, along with any changes in the relevant
fair value of the underlying hedged asset or liability.

(¢) Commodity price risk

The company performs commoduy price risk management on behalf of fellow group underlakmgs
"exposed to commodity price risk. Commodity price risk is managed in line with the principles approved
.by the Board either through long term purchase contracts with suppliers or, where appropr iate, derivative’
contracts. Where derivative contracts are used the commodity price risk exposure is hedged up to 24
months of forecast volume principally through exchange-traded futures
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NOTES TO THE FINANCIAL STATEMENTS (continued) ° o

10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

(d) Market risk sensitivity analysis : :

, The company uses a sensitivity analysns that estimates the nnpacts on the statement of comprehensive
income of either an’ instantaneous increase or decrease of 0.5% in market interest rates or a 10%
strengthening or weakening in sterling against all other currencies, from the rates applicable at 30 June
2017 and 30 June 2016, for each class of financial instruments with all other variables remaining
constant. The sensitivity ana!ysxs excludes the impact of market risks on the corporate tax payable. This
analysis is for illustrative pur poses only as in practice interest and foreign exchange rates rarely change
in isolation.

The seusitivity analysis estimates the impact of changes in interest and fmezgn exchange mtes All
hedges are expected to be highly effective for this analysis and it considers the impact of all financial
ins_trument,s including financial derivatives, cash and cash cquivalents, borrowings and. other financial
assets and liabilities. The results of the sensitivity analysis should not be considered as projections of
likely future events, gains or losses as actual results in the future may differ materially due to
~ developments in the global financial markets which may cause fluctuations in mtexest and cxchanoe
rates to.vary from the hypothetncal amounts d1sclosed in the table below.

0.5 % 05%  10% 10 %

decreasein ~  increasein weakening of strengthenmg
B : interest rates  interest rates sterlings of sterling -
30 June 2017 £’million £ million £million© - £million
Impact on statement of ' L .
. comprehensive income- 22) 4 22 g 70 (43)
gain/(loss)
30 June 2016
lmpact on statement of ' B (16) 16 .43 395
comprehensive income- ~ T ‘ : : : .

gain/(loss)

(e) Credlt risk

" Credit risk refers to the risk that a counterparly will default on its contractual obligations resulting in

- financial loss to the company. Credit risk arises on cash balances (including bank deposits and cash
equwalents), derivative financial instruments.and other receivables.
The carrying amount of financial assets represents the company’s exposure to credit risk at the balance
sheet date as dlsclosed in section (h). excluding the impact of any collateral held or other credit
enhancements. - '
Credit risk is managed separately for ﬁnancna[ and busmess 1e1ated credit exposures.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
~10. FINAN’CIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

(e} Credit risk (continued)

Financial credit risk

Diageo group aims to minimise its financial credit risk through the apphcatlon of risk management
policies approved and monitored by the Board. Counterparties are Jimited to major banks and financial
institutions, primarily with a long term credit rating within the A band or better, and the policy restricts
the exposure to any one counterpaxty by setting credit limits taking into account the credit quality of
the counterparty. The group s poticy is designed to ensure that individual counterparty limits are
adhered to and that there are no significant concentrations of credit risk. The Board also defines the
types of financial instruments which may be transacted. The credit risk arising through the use of
financial instruments for currency and interest rate.risk management is estimated with reference to the
fair value of contracts with a posmve va[ue rather than the notional amount of the instruments
themselves.

When derivative transactions are undeﬂaken with bank counterpartles the group may, where
appropriate, enter into certain agreements with such bank counterparties whereby the parties agree to
post cash collateral for the benefit of the other if the net valuations of the derivatives are above a
predetermined threshold. At 30 June 20 17, the collateral held under these agreements amounted to $96
million (£74 million) (2016 - $104 million (£78 million) and €73 million (£61 million)).

Diageo annually reviews the credit limits applied and regularly monitors the counterpartles credit
quality reflecting market credit condmons ‘ .

Business related credit risk

Since trade and other receivables principally inlude balances with fellow group lmdertal\mgs the risk
of non-performance is considered remote.

!

(f) Liquidity risk - '

Liquidity risk s the risk that Diageo group may encounter difficulties in meetmg ‘its obligations
associated with financial liabilities that are settled by delivering cash or other financial assets. The
company uses short term commercial paper to finance its day-to-day operations. The group’s policy
with regard to the expected maturity profile of borrowings is to limit the amount of such borrowings
maturing within 12 moanths to 50% of gross borrowings less money market demand deposits, and the
level of commercial paper to 30% of gross borrowings less money market demand’ deposits. In
addition, the group’s policy is to maintain backstop facilities with relationship banks to support
commercial paper obligations. The following tables provide an analysis of the anticipated contractual
cash flows including interest payable for the company financial liabilities and derivative instruments
on an undiscounted basis. Where interest payments are on a floating rate basis, rates of each cash flow
until maturity of the instruments are calculated based on the forward yield curve prevailing at 30 June
2017 and 30 June 2016. In order to align with the group reporting the cash flows of cross currency
swaps are presented on a gross basis while all other derivative contracts are plesented on a net basis.
Financial assets and liabilities are presented gross in the balance sheet, although in practice, the group
uses netting arrangements to reduce its liquidity requirements on these instruments.



Diageo Finance plc ' v - C 27
* Registered number: 213393 '
Year ended 30 June 2017

NOTES TO THE FINANCIAL STATEMENTS (continued)
'10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

Contractual cash flows :
' Carrying’

: amount
. Due . Due : at
) Due between between Duc, ’ - balance
b ~withinl  1and3 3and5 = afterS . sheet
~ year ‘years years years - Total date
» £ million £ million £ million £ millica £ million £ million
2017 . S : '
Borrowings 249) .(1,184) - (1,184) 2,617) (2,611)
- Interest on other payables : - m - .- - - (7 (7)
Interest on borrowings ' - (B9 - (649) 31 (94) - (248) - (9).
Trade and other financial - (30,332) - - - (30,332) (30,332)
tiabilities o ' o

Non-derivative financial.

liabilities S (30,627) - (1,248) (51)  (1278)  (33.204) © (32,959)
Cross curreﬁcy swaps (gross) o ' A , , .

" - Receviable ' 102° 204 204 - 4,155 4,665 ' -
- Payable (102) ~ (204)  (204)  (4,155)  (4,665) -
Other derivative instruments L o A . . .
(nety .. (48) - - - 48) . -
Derivative instruments 48 - - - (48) (50)‘
2016 o . 5
Borrowings (346)  (1,125) - (1L,125)  (2,596)  (2,589)
Interest on other payables ' 8 - - - - ® ®
Interest on borrowings RN €V (74) 48 3 272) - ®®
Trade and other financial -~ (30,669) T - - (30,669 (30,669)

* - Habilities ‘ :

Non-derivative financial GLO6O)  (1,199)  -(48) (1238) (33,545) " (33,275)

- liabilities
Cross cumrency $waps (gross) ’ : :
- Receviable . . 882 138 138 2,685 . 3,841 -
- Payable ' ' (882) (138) (138)  (2.683) (3,841) - -
Other derivative instruments o ' S
(net) ‘ 243 1 - - 244 -

Derivative instruments o 243 -] - . - 244 246
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NOTES TO THE FINANCIAL STATEMENTS (continued)
10. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued) -

The company had along with other financing companies in the Diageo group, available undtawn
commltted bank facilities as follows:

30 June 2017 30 June 2016

: . _ £ million £ million
Expiring within one year ' _ 481
Expiring between one and two years , ' - 900 470
Expiring after two years ' 1,219 2.072.
: » : 4 ' 2,600 . .2,542

L R L RN ] e

The facilities can be used for general corporate purpbses and, together with cash and cash equivalents,
support the group’s commercial paper programmes. There are no financial covenants on the group’s
material short and long term borrowings. Certain of these borrowings contain cross default provisions
and negative pledges. The committed bank facilities are subject to a single financial covenant, being
minimum interest cover ratio of two times (defined as the ratio of operating profit before exceptional
items, aggregated with share of after tax results of associates and joint ventures, to net interest). They
aré also subject to pari passu ranking and negative pledge covenants. Any non—coinpliance with
. covenants tinderlying Diageo’s financing arrangements could, if not waived, constitute an event of
default with respect to any such arrangements, ‘and any noncompliance with covenants may, in
- _particular circumstances, lead to an acceleration of maturity on certain borrowings and the inability to
access committed fécilities Diageo was in full compliance with its financial, pari passuranking and
negative pledge covenants in respect of its material short and long. term borrowings throughout each
of the years prcsented

(g) Fair value feasurements
Fair value measurements of financial instruments are presented thnough the use of a three-level fair
value hierarchy that prioritises the valuation techniques used in fair value calculations.
"The group maintains policies and plocedures to value instruments using the most relevant data
available. If multiple inputs that fall into different levels of the hierarchy are used in the valuation of
an instrument, the instrument is categoused on the basis of the most subjective input. .
Foreign currency forwards and swaps, cross currency swaps and interest rate swaps are valued using
. discounted cash flow techniques. These techniques incorporate inputs at levels 1 and 2, such as foreign
exchange rates and interest rates. These market inputs are used in the discounted cash flow calculation
incorporating the instrument’s term, notional amount and discount rate, and taking credit risk into
" account. As significant inputs to the valuation are observable in actwc mar kets, these instruments are
cateooused as level 2 in the hierarchy.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
10 F INANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

' The compaiy’s financial assets and liabilities measured at fair value are categorised as follows:

30 June 2017 30 June 2016

£ million £ million

- Derivative assets : ' S 481 1279
Derivative liabilities L : : (331) (1,033)
Valuation techniques based on observable market input o (50) ' 246

(Level 2)
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FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued)

10.

2016

Trade and other
receivables

Cash and cash
eqvivalents .

External derivatives at
fair value »
Intra-group derivatives
at fair value

Total financial assets

Borrowings

Trade and other
payables

External derivatives at

. fair value

Intra-group derivatives
at fair value

Total financial
liabilitics

Total net financial
assets/(liabilities)

Loans and

. receivables

Fair and
value liabilities

through at
income ~ amortised

statement cost

£ million £ million
- 37125

- 486

857 -

422 -

1,279 37,610

- " (2,589)

- (30,686)

(373) -

(660) .
(1,033)  (33.275)

. 246 (4,336)

- (h) Reconciliation of financial instruments (continued)

31
" Not
categorised
as a
financial . Non-
instrument Total Current  current
£ million - £ million £ million £ million
19 37,144 33,803 3,341
- 486 486 -
- 857 473 . 384
- 422 290 132
19 38909 35052 - 3,857 .
- (589) (346)  (2243)
- . (30,686) (30,686) .
- (73 . @42) . (31)
- (660) @76) . (384)
- (34308) (31,550)  (2,758)
19 - 4601 . 3,502 1,099

At 30 June 2017 and 30 June 2016, the carrying values of cash and cash equwalents other financial

assets and liabilities approximate to fair values. At 30 June 2017, the fair value of borrowings, based

on unadjusted quoted market data, was £2,490 million (2016 - £2,770 million).

" (i) Capital management

)

The group s management is committed to enhancing shareholder value in the long term, both by
investing in the businesses and brands so as to deliver continued improvement in the return from those
investments and by managing the capital structure. Diageo manages its capltal structure to achieve

debt marlxets at altractlve cost levels

. capital efficiency, provide flexibility to invest through the economic cycle and give efficient access to
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13.

11. TRADE AND OTHER PAYABLES

12.

. 30 June 2017 30 June 2016

~ £’ million £’ million

Amounts-owed to fellow group undertakings ' : 30,332 - AA 30,669
Interest payable . 4 ‘ ' .16 17
30,348 .30,686

Amounts owed to feltow group undertakings include accrued and capita’lised interest on the tznderlying
balances at 30 June 2017 and at 30 June 2016. These balances are repayable on demand and bear interest
at fixed and variable rates from'0.00% to 8.81% for the year ended 30 June 2017 (2016 from 0.02%
to 12.62%). .

Amounts owed to fellow gloup undenakmgs represent transactions with companies in the Dlageo

group: These financing relationships are expected to continue foi the foreseeable future. Amounts owed

to group undertakings are considered to have a fair value which is not materially dlfferent to the book'
value.

SHARE CAPITAL
30 June 2017 30 June 2016

£ million £ million

Allotted, called up and fully paid: ‘ o ’ ' ‘
73.200,000,000 ordinary shares of 5p each - ' : ' 3,660 3,660

Rt s LA FREHY T T st

IMMEDIATE AND ULTH\IATE PARENT UNDERTAKING

The immediate and ultimate parent undertaking of the compar}y is Diageo plc which is the ultimate
coutrofling party of Diageo group. Diageo plc is incorporated and registered in England. The
consolidated financial statements of Diageo plc can be obtained from the registered office at Diageo,

" Lakeside Drive, Park Royal, London NWIO 7HQ

-



